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SUBJECT: Prepaid M ni mum Tax/ Qualified New Cor porations/Reduce To $300 1/1/99 & To
$0 1/1/2000/ 1 ncrease to $300 1/1/2003

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .

X DEPARTMENT POSITION CHANGED TO Neutral.

X REMAINDER OF PREVIOUS ANALYSISOF BILL ASAMENDED March 1, 1999, STILL APPLIES.
OTHER - See comments below.

SUMVARY OF BILL

This bill would provide that a qualified new corporation, for incone years

begi nning on or after January 1, 2000, and before January 1, 2003, shall not be
subject to the prepaynent of mnimmfranchise tax to the Secretary of State
(SOCS). For inconme years beginning on or after January 1, 2003, the prepaynent to
the SOS for qualified new corporations would return to $300.

SUMVARY OF AMENDMENT

The March 23, 1999, anendnents limted the incone years to those before
January 1, 2003, in which qualified new corporations would not be subject to the
$300 prepaynent of the minimumfranchise tax to the SCS.

The anendnent al so added the requirenent that the SOS to report to the
Legi sl ature by January 31, 2002, regardi ng the nunber of new small businesses
that incorporated in each cal endar year since 1996 and the length of tinme those
busi nesses conti nued doi ng business. This analysis will not discuss this report
requirenment as it does not inpact this departnent.

The department’s analysis of AB 10 as amended, March 1, 1999, still applies.

| npl ement ati on Consi deration

Under existing law, a qualified new corporation is required to neet certain
conditions to benefit fromthe reduced prepaynment ($300) to the SCS. |If these
conditions are not nmet the qualified new corporation is required to pay an
additional tax in an anmount of $500 to equate the normal prepaynment of $800.
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This bill would not require the qualified new corporation to pay the additiona
tax if it is later determined that it did not nmeet the conditions necessary to
recei ve the benefit of not being subject to the prepaynent to the SCS.

BOARD POSI TI ON

Neut r al

At its March 23, 1999, neeting, the Franchise Tax Board voted 2-0 to take a
neutral position on this bill as introduced Decenber 7, 1998.



